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BEFORE THE
SURFACE TRANSPORTATION BOARD

STB Finance Docket No. 34992
ITASCA COUNTY REGIONAL RAIL AUTHORITY
- CONSTRUCTION OF A LINE OF RAILROAD -

IN ITASCA COUNTY, MN

PETITION FOR EXEMPTION
UNDER 49 U.S.C. 10502

1 • INTRODUCTION

Pursuant to 49 U.S.C. 10502, the Itasca County Regional

Rail Authority ("Itasca" or "Petitioner"), a political

subdivision and noncarrier, seeks an exemption from 49 U.S.C.

10901 permitting it to construct a new line of railroad

(hereafter "the Line"). Once constructed, the Line will extend

approximately 9 miles1 from a connection with an existing rail

line at Taconite, MN, to the site of a new steel mill to be

built by Minnesota Steel Industries LLC ("Minnesota Steel") at:

Nashwauk, MN, all located in Itasca County. Itasca intends to

enter into a contract with an existing, experienced short line

railroad to provide common carrier rail service over the Line to



all present arid future customers. The purpose of the proposed

construction is to enab 1 e 11asca' s short 1 ine rai 1 road to

provide service to the steel mill and any other customers that

choose to locate on the Line. A series of maps depicting the

Line and its relationship to rivers, highways, and other

railroad lines in the area are attached hereto as Exhibits A-C.

In support of its proposal, Petitioner submits as Exhibit D

the Verified Statement of its Project Coordinator Ronald

Dicklich (hereafter "Dicklich VS") and as Exhibit E a support,

letter from Minnesota Steel, the major new shipper.

The exemption would be subject to completion of an

environmental review by the Board's Section of Environmental

Analysis ("SEA"). For the reasons stated herein, Petitioner

seeks expedited consideration with a decision requested by

December 31, 2007,

11. FACTUAL BACKGROUN D

Petitioner is a regional rail authority and political

subdivision established in Itasca County under Minnesota law for

the purpose of owning, constructing, and operating railroads in

Itasca County. Minnesota Statutes 2006, chapter 398A. Itasca

County is a rural area in need of economic development in the

"Iron Range" area of northern Minnesota located approximately 80

miles northwest of Duluth and approximately 205 miles northwest

of Minneapolis. With the county seat located, at Grand Rapids,

MN, Itasca County has a population of approximately 44,000
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people. Itasca County' s principal economic activities consist

o £ 1 ogging, pu 1 p, pape r, i ron min ing, farrni ng, and tourism.

1t a s c a i s a n o n c a r r i. e r b e c a u s e i t d o e s n o t c u r r e n 11 y o w n o r

operate any rail lines or facilities of any type. Dicklich VS

at para. 3.

mill along the proposed Line in the county at Nashwank due to

i. t s p r o x i ID i t:. y t o t a c o n i t e d s p o s :i. t s . S ee, M i n n e s c t a S t e e 1

1 e 11. e r / El x E . 11. a s c a !i o p e s a. n cl b e i i e v e s t h .1111 t h i s i a c .i. 1 .i t y w i .1.1

s e r v e a s a in a q n e T. t. o a t: t;. r a c t: o t h e r i ndustrial con c e r n s t h a t

b e i. n g w i r. h i n a n i n cl u s t rial c o r r 1 d o r o f 11 a s c a C o u n t y. 11 a s c a

d o e s n o t. i n t. e n d t:. o o p e r a t: e t. h e L1. n e i t s e 1 f . D .1. c k 1.1. c h V S a t::

para. 6.

A s n o i. e d ab o v e, It a s c a w 1.11 c o n t r a c t G u t o p e r a t ion c f the

L i n e t. o a q u a 1 i f i e d. c o mm o n c a r r i e r1 c 1 a s s 1.11 s h o r t 1 i n e

r a i 1 x" o a d. Id. I ~. a s c: a h a d i s s us d a n R F P t o s o 1 i c i t o p1 e r a t i n g

proposals from prospective short line railroad operators and. has

s e 1 e c t, e d t. w o f i n a 1 i s t s f r o m t h e 1 .i. s t o f fa i d d e r s . 11 a s c a

a n t i c: i p a t:, e s n e g o t: i a t:. i n g a n o p e r a t i n g a g r e e me n t wit h o n e o f t h e s e

t w o c a r r i e r s b u t. w i 11, a s o w n e r o f the Line, retain a r e s i d u a 1

common carrier obligation. Id,

4



As evidence of public need. Petitioner submits a letter of

support from Minnesota Steel describing the proposed plant and

i~,s need for rail service. See, Minnesota Steel letter, Ex. E.

I TC a n t i c i p a t e s t h a t 1 o c a 1 g o v e r n m e n t o f f i c i a 1 s rn a y s u bm i t:

a d d i t, i o n a 1 1 e *;.::. e r s o f s u p p o r t u n d e r s e p a r a t e c o v e r . L o c a 1

o f f i c i a 1 s a r e e x c i t e d a b o u t: t h e in du s t r i a 1 d e v e 1 o p m e n t p r o s p e c t.:

the rail line brings ~o the area, both for Minnesota Steel and

f o r i n d u s t r: i a 1 d e v e 1 opiri e n t g e n e r a 11 y i n t his s p a r s e 1 y p op u 1 a t e d

area. Local planners see rail service as the key to industrial

development. Dicklich VS at para. 7.

The subject, rail line would begin at Taconite, MN, at the

intersection of the Line with an existing railroad line that

extends between Grand Rapids and Forbes, MM, via Ribbing. This

line is owned in part by BNSF Railway, Inc. ("BNSF") and in part

by the Canadian National Railway Company {"CM"), with both

c a r r .1. e r s o p e r a t i n g o v e r t:: h e 1 i n e . 11. a. s c a. a. n d i t: s s h o r t 1 i n e

o p e r a t: o r w i 11 h a v e a c c e. s s t o b o t:. h c 1 a s s I r a .11 r o ads, D i c k 1 i c h

VS at 3.

F e t .1. t .i o n e r s w i 11 b e c o n s i d e r i n g s e v e r a. 1 a 11. e r n a t i. v e r i g h t

of way a 1 i g n m e n t s .i ri c 1 u d i n g s o m e u t. i 1 i z i n g r a i 1 r o a d r i g h t: s o f

way that were abandoned years ago. The right of way alignments

will diverge from the BNSF/CN line in a northwesterly direction



with a "wye" track connection to the BMSF/CN line lacing in an

easterly direction (towards Ribbing}. The right of way

a 1 i g .n me 111 s w i 11 p r o c e e d o v e r 1 a n d t h a t is g e n e r a 11 y f 1 a t t o w a r d s

the Minnesota Steel plant site. The right of way alignments

will generally be at least 100 feet wide. On the west end.

(f a c i n g t o w a r d s t. h e BN S F / C N c o n n e c t i o n) t h e r i g h t o f way will b e

wide enough to accommodate at least three long interchange and

s t:. o r a g e t:, r a c k s . B e a d i n g n o r t h e a s t t o w a r d s N a s h w a u k, t h o s e

t. r a c k s w i 11 c o n v e r g e t:. o f o r1 in a s i n g 1 e t r a c k line t: o t h e

M i n n e s o t. a S t e e 1 w h i c h w i 11 h a. v e a s ma 11 r a i 1 y a r d. .i n s i d e i t:; s

f a c i 1 i t y. I' h e r i g h t: o f w a y a 1 i g n m e n t s w i 11 b e b u i 11 o n 1 a ri d

o w n e d i n 1 a r g e p a r t. b y M i n n e s o t a S t e e 1. T h e p r o p o s e d r i. g h t o f

w a y a 1 i g n m e n t. s w i 11 t:. r a v e r s e an a. r e a o f a ID a n d o n e d .i r o n o r e

mines, overburden piles, and tailings basin. There will be no

c: r oss i n g s o f a n y pub 1 i c h i. g h w a y s and n o c r o s s i n g s o f o t h e r

r a i 1 r o a d s . 11. a s c a a n t:. i c i p a t e s t h a t t h e L .1. n e w i 11 h a v e five

p r i v a t e c r o s s i n g s . T h e L i n e w ill n o t c r o s s a n y ri c n n a v i q a b 1 e

w a t e r w a y s . 11. i s c u r r e n t: .1. y u n k n o w ri w h e t h e r t h e r e a r. e a n y a n i m a 1

o r IP 1 a n T. s p e c i e s p o t e n t. i a 11 y a f f e c t e d b y t: h .i s p r c j e c t. T o t h e

best of Petitioner's knowledge the proposed right of way

a i i g n in e n t; s d o n o t; t r a v e r s e a n y a n c i e n t I n d .i. a n b u t i a 1 g r o \j n d s,

a r c h e o 1 o g i c a i. s i t. e s, u n i g u e 1 a n d f o rm s, o r f e de r a 11 y o w n e d

lands. D i c k 1 i c h V s a t:. S .



R. e g a r d i n g e n v i r o ri m e n t a 1 i mp a c t s, P e t i t i o n e r b e 1 i. e v e s t. h i s

p roj ect w i11 be very benef i cia1. In response to these

i n q i;i i. r i. e s, 11 a sea a n t i c i. p a t e s t. h a t t h e e n v i r o n m e ri t a. 1 e f f e c t: s o f

i t s p r o p o s e d c o n s t: r u c t i o n p r o j e c t:. w i 11 b e m i n i ma 1. T h e s u b j e c t

a r e a .i. s a n a t: t: a i ri m e n t:; a r e a . B a s e d o n i n f o r m a. t: i o n s u p p 1 i e d b y

M i r"i n e s o t a S t e e 1, It a s c a a n t i c i p a t:. e s t;. h a t t h e 1 i n e w o u 1 id h a n d 1 e

a b o u t: 3 0, 0 0 0 c: a r 1 o a d s a n d t h r e e mill i o n t o n s a. n n u a 11 y. 11: a s c a' s

d e s i g n a t:: e d short 1 i n e r a i 1 r o a d w i 11 m o v e t h i s t r a f f i c u t i 1 i:;: i n g

o n e t r a i. n m a k. i n g a s i. n g 1 e d a i 1 y r o u n d t. r i pi, .a t: 7 0 - 9 0 c a r 1 o a d s p e r

t:; r 1. p1, 7 d a. y s p e r wee k.. C o m m o d i t .i.. e s h a n. d led v; i 11 i n c 1 u de i n b o u n d

m i s c e 11 a n e o u s c h e rn i c:: a 1 s a n d o u t b o u n d s t. e e 1 s 1 a b s a n d t;. a c o n .11. e

p e 11 e t: s . S e e, M i n n e s o t a S t e el letter, Ex. E. T h i s t r a f f i c

r e p r e s e n t s n e w b u s i n e s s, w h i c h, b u t:. f o r the 2:' a i 1 r o ad, w o u 1 d iri o v e

by truck over local roads. Itasca believes that the utilization

o f r a i 1 i n s t e a d o f t; r u c k w i 11 p r o m o t e e n e r g y c o n s e r v a t i o n a n d

r e d u c e air a. n d noise p o 11 u t i o n . F u r t h e r in o r e, 1 o c a 1 o f f i. c i a 1 s

b e 1 i. e v e t:. h a t u s e o f r a i. 1 w i 11 i m p r o v e h i g h w a y s a f e t:: y a n d r e d u c e

t:. r a f f i c c o n g e s t i o n . T h e p r i n c .1. p a 1 a r e a highway s, s p e c i f i c a 11 y

El i g h w a y s 1 6 9 a n d 6 5, c o u 1 d n o t h a ri d 1 e t h e a d. d i t i o n a 1 t r u c k

t r a f f i. c t:. h a t:. the M i n n e s o t:. a S t e e 1 p 1 a n t will g e n e r a t e - D i c 1 i. c h



IV.

ARGUMENT

A GRANT OF THIS EXEMPTION IS REQUIRED

U.S.C. 1.0901 to permit it. to construct approxirn.ate.ly nine miles

o f n e w r & i 1 r o a d t o s e r v e t h e M1. n n e s o t a S t e e 1 p 1 a n t. A s

pertinent., §1.0901 (a) provides that a person may construct an

e x. t e n s i o n t- o a n y o f i t. s r a i 1 1 i. ri e s p r t;: o n s t r u c t:; a n a dd i t i. o n a 1

r a i. 1 r o a d 1 i n e only i f t:. h e B o a r d i s s u e s a c e r t i f .i c a t. e a u t h o r i z i n g

s u c li c o n s t: r u c t: i o n. F u r t:. h e r m o r e, t h e 19 9 5 r e v i s i o n t o § 10 9 01 (c)

d i r e c *:. s t:. he Boar d t:. o i. s s u e a c e r t i f i c a t e a u t:: h o r i. z .1. n g

c o n s t: r u c t i o n u n less .1. t f i n d s t h a t s u c h c o ri s t r u c t i o ri w o u 1 d b e

p r e c e d e n t e s t a b I i s h e s a c: 1 e a r p r e s u mp t i o n fa v o r i n g [ e mp h a s i s

s u pp 1 i e d ] c: o n s t r u c t i. o n p r o p o s a 1 s . Mi d w e s t G e n e r a t i o n, L L C -

E x e iri p t i. o n From 49 IJ.S^.C. 10901 - |'9_L_Constructiqn in Will

County/ IL, STB Finance Docket Ko. 34060, slip op. at 7-8

(served March 21, 2002).

M o r e o v e r, w h i 1 e c. h e p r o p o s e d c o n s t r u c t i o n w o u 1 d b e s u b j e c t

to approval under the formal requirements of 49 U.S.C. 10901 and.

the related regulations, the Board has generally allowed smaller

c: o n s t: r u c t i o n pro p o s a 1 s s u c h a s t h a t h e r e t o u t i 11. z e t h e

i. n d i v i. d. u a 1 e x em p t. i. o n p r o c e d u r e s o f 4 9 U. S , C. 10 5 0 2 t o o b t. a i n

8



a p p r o v a 1. U n de r § 10 5 0 2 (a) / C o n g r e s s i n t e n d e d f o r t h e B o a r d, i n

a matter related to a rail carrier providing rail transportation

s u b j e c t. t o i t s j u r i s d I. c t:. i o n, t o e x e nip I:; a p e r s o n, c 1 a s s o i:

p e r s o n s, t:: r a n s a c t i o n o r s e r v i c e w h e n e v e r it f' i n d s t h a t t b e

application of a provision of this subtitle - (1) is not

n e c e s s a r y t:: o c a r r y o u t t h e t: r a n s p o r t a t i o n p o 1 i c y o f § 10101 a o f

this title; and (2} either (a) the transaction or service is of

1 i m i t e d s c o p e, o r (b) • t h e a p p 1.1 c a t:. .i o n o f a p r o v j. s i o n o f t h .i s

s u b t .111 e i s n o t n e. e. d. e d t. o p r o t, e c t:. s h i pp e r s f r orn t h e a. b u s e o f

market power.

The 1egis1at i ve histo r y behi nd §1050 5 [ the p re de ces sor

s e c t i o n t o t he c u r r e n t § 10 5 0 2 ) in a k e s c 1 e a r C o n q r e s s ' i n t:. e n t:. t:. h a t

w i t h c o n t i n u e d r e g u 1 a t i o n . I n d i s c u s s i n g t:. h e e x e mp t i o n p o w e r s

0 f t h e B o a r d' s p r e d e c e s s o .r: - - t h e IC C — t h e S t a g g e r s A c t.

1 e q i. s 1 a t i v e h i s t;. o r y s t. a I: e s :

T h e p o 1 i. c y u n de r 1 y i. n g t h .1 s p r o v i s i o n i s t h a t:.
w h i 1 e C o n g r e s s h a s b e e n a b 1 e t o i d e n t i. f y b r o a d
a r e a s o f C o nun e r c e wh e r e r e d u c e d r' e g u 1 a t i o n i s
c 1 e a r 1 y w a r' r a n t e d, t: h e C o mm .i. s s i o n i s m o r e c: a p a b 1 e
t:, h r oug h t. h e a dm i n i s t r a t i v e p r o c e s s o f e x a in i n i n g
s p e c i. f i. c r e g u 1 a t o r y p r o v i s i o n s a n d p r a c t i c e s n o t::
y e t, a d d r e s s e d b y C o n g r e s s t o d e t e r m i n e wh e r e t: h e y
c a n b e d e r e g u 1 a t. e d c o n s i s t e n t w i t h t h e p o 1 i. c i e s
o f Cong r e s s . T h e c o n f e r e e s e x p e c t:: that,
c o n s i s t:. e n t:. w i. t:. h t: h e p o 1 i c .1. e s o f t h .1. s Act, t h e
C omm i. s s i o n w i 11 p u r s u e p a r t i a 1 a n d c o mp 1 e t e



e x e m p tic n s .1! r o m r e in a i n i n g r e g u 1 a t i o n.

H.R. Rep. No. 96-1430, 96th Cong. 2dSess. 105 (1980); see

a 1 so r _ Exe rnp t i o n from R e g u 1 a t:. i o n - - B o x c a r T r a f fie, 367 I . C . C . 4 2 4 ,

4 2 8 (19 8 3) , v a c a ted a n d r e m a n d e d o n o t h e r g r o u n d s, B r a e Corp. v.

U£lited_State_sL 740 F.2d 1023 (D.C. Cir. 1984). This statement

a pp 1 i e s e qu a 11 y to t: h e B o a r d a s t h e IC C ' s s u c c e s s o r:,

E x e rap t: i o n o f t h e p r o p o s e d c o p. s t r u c t i o n f r o m § 10 9 01 i s

e x a c t .1 y t h e t y p e o f m i n o r t r a n s a c t i o n C o n g r e s s c o n t. e mp 1 a t e d w h e n

it enacted § 10502 . The transaction proposed here falls squarely

w i t h i n t h e four cor n e r 3; of § 10 5 0 2 a n d i. t s p r e d e c e s s o r s t: a t. u t. e .

I n de e d, w i t h t h e e ri a c t m e n t o f t h e 1C C T e r m i n a. t i o n Ac t. o f 1995,

B o a r d p o 1 i c y c 1 earl y f a v o r s t:. h e app r o va 1 o f s h o r t. r 3 i 1 r o a d

construction projects by exemption. See, e.g., Ellis County

Ryiral Rail Transportation District -i_Construction and__pO£e_ratJ1on

Exemption — Ellis County, TX, STB Finance Docket No. 33731,

Pemiscot County, MO, STB Finance Docket No. 34117 (served July

2, 2002) (hereafter Pemiscot) ; and Southwest. Gulf Railroad

C o mp a n y •- C on s t r ucti o n An d 0 p e r at i o n E x e mp t:. i o ri - M e d i n a C ou n t. y,

TX, STB Finance Docket No. 34284 (served May 19, 2003) (hereafter

Southwest).
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policy of 49 U.S.C. 1010la. That section, originally added to

the Act. by the Staggers Rail Act amendments and incorporated

into the ICC Term 1.naticn Act, represents Congress ' most recent

e x p r e s s .1. o n o f r a i 1 t r a n s p o r t a t i. o n p o 1 i c y. 0 f t h e s e, a g r a n t:. o f

t: h e p e t i. t i o n w o u 1 d s a t i s f y s u b s e c t i o n s (2) a n d (7 ) b y m i n i m i z i n <

f e de r a 1 r e g u 1 a t o r y c o n t r o 1 o v e r a n d g r a n t:. i n g e x p e d i t:. e d

c o n s 1. d e r a t i. o n o f P e t i t i o n e r ' s re q u e s t. t;. o c o n. s t. r u c t:. a s h o r t:. n i n e

m i 1 e 1 o n g r a. i 1 1 i n e . 1t won 1 d a 1 s o s a t;. i s f y s u b s e c t: i o n s (4 ) a n d

(5) , by p r o v 1. d i n g a s h i p p e r 1 a c k i n g d i r e c t;, r a i 1 a c c e s s t: h e

0 p t. i o n o f.' r a i 1 t r a n s p o r t a t i on, ens u r i n g t, h e d e v e 1 o pm e n t. o f a

s o u n d t r a n s p o r t a t i o n s y s t e m w i t: h e f f e c t i v e c o rtip e t:. i t:. i o n a n d

c o o r d i n a t i o n b e t. w e e n r a 1.1 r o a d s a n d o t, h e r t:. r a n s p o r t:. a t:. i o n m o d e s,

a n <d f o s t. e r' i n g s o u n d e c o n o m it: c o n d i t; i o n s i n t:. h e t:. r a n s p o r t a':. i o n

industry, See,_e.c[-/ Ellis County and Southwest, supra^ and

A1amo No rth Texas Ra i1road Co rpo ra tio n-Cpn st ru ct i o n and

Op e r a t i o n E x e mp t i on- W i s e C o u n t y, S T B E1 i n a n c e D o c k e t. N o. 3 •'! 0 0 2

(served Nov. 8, 2001) (hereafter Alamo). Of particular

s i g n i f i c a. n c e t: o 11 a s c a C o u n t y, a g r a n t o f t:. h i s e x e mp t: i o n w o u 1 d

p r om o t e t r a n s p o r t:. a I i o n s a f e t y by r e m o v i n g n u m e r o u s t. r u c k s f r o m

a r e a h i g h w a y s, t h e r & b y e n h a n c i n g h i g h w a y s a f e t:. y. F i n a 11 y, a.

g r a n t:. o f t: h i s e x e mp t:. i. o n w o u Id sat i. s f y s u b s e c t i o n (14) b y

p r o mo t:. i. n g e n e r g y c o n s e r v a. t. i o n t h r o u g h i n c r e a s e d u s e o f e n e r g y

e f f i c i. e n t. T: a i 1 t. r a n s p o r t: a t i o n .

B. T h e T r a n s a c 11. o n I s 0 n e o f L i m i t e d S c: q p e

T h e t:. r a n s a c t:. i o n u n q u e s t i. o n a b 1 y s a t .1 s f i e s t h e 1 i. m i t:: e d s c o p e

-;.est of §10502 (a). The proposed trackage is but nine miles

1 o n g, 1 o c a t:. e d i n a v e r y s p a r s e 1 y p o p u 1 a t:: e d s e c t .i. o n o f M .i n n e s o t:; a



T h e L i n e w o u 1 d i n i. t i a 11 y s e r v e o n e m a j o r c u s t:. o m e r, M i n n e s o i: a

S. t: e e 1, a s w e 11 a s s u c h o t h e r c u s t. o m e r s t. h a t. m a y 1 o c a t e o n t. h e

1 i n e i. n t h e f u t u r e . Petit .i o n e r b e 1 i e v e s t: h e I., i n e w i. 11 h a n d 1 e

about 30,000 carloads of freight annually after construction.

B y a n y me a s u r erne n t the B c a r d c h o o s e s t o use, t:. h i. s c o n s t. r u c t i o n

proposal is clearly limited in scope within the meaning of A 9

U.S.C. 10502(a)(2)(A). A finding to that effect would be

c o n s i. s t e n t w i t h — a n d i. s i n de e d r e q u i r e d b y — t;. h e r e 1 e v a n t:

f a c t s o f t h i s c a. s e a n d re 1 e v a n t:: p r e c e d e n t:.. S e e, e . g. , E11 i s

County, supra (4.8 miles of new construction), Pemiscot, supra

(5 miles), Alamo, jsupra {2.25 miles), and Southwest, supra {7

miles).

C
t o Protect S nippers f rom Abuse of Ma r ket Powe r

B e c a u s e t h i s t r a n s a c t i o n s a t i s f i e s t:. h e 1 i. m i t:. e d s c o p e t: e s t:

0 f § 1 0 5 0 2 (a) , P e titioner d o e s n o t:; n e e d t. o s h o w t h a t:. .i.. t: a 1 s o

meets the alternative test; that there is no opportunity to

e x p o s e s h i. p p e r s t o ab u s e of m a r k. e t; p o w e r. B u t. e v e n i f t: h e

1 i m i t e d s c o p e t e s t:. were not s a t .i s f i e d / t:. h e e x e m p t:. i o n sought

h e r e i. ri w o u 1 d s t: i 11 b e w a r r a n t e d b y v i r t u e o f § 10 5 0 2 {a) (2) (B)

i p. a s mu c h a s the s. u b j e c t r a .1.1 r a a d w i i I o f f e. r a n a d d i t:. i o n a 1 f o r m

o f m o d a 1 c o mp e t i t: i. o n t o t h e s h i p p e r s . S e e,_ Alamo a n d S o u t h w e s t,

supra. In fact, this case is similar to both Alamo and

S o 1.11 h w e s t:. b e c a u s e , a 11 t h r • e e c a s e s i. n v o 1 v e p r o p o s a 1 s t o c o n s t r u c t

p. e w r a i 1 1 i n e s t o p r o v i de d i. r e c t -r a i I s e r v i c e t o s h i p p e r s t h a t

w o u 1 d o t h e r~ v.r i s e b e d e p e n de n t s o 1 e 1 y o n t: r u c k o r t r u c k / r a i 1

12



t r a n s 1 o a d s e r v i c e f o r t h e i r t r a n a; p o r t a 11 o n n e e d s . M o r e o v e r,

this case involves facts similar to those in Ellis where the

B o a r d a u t h o r i z e d a c o u n t. y r u r a .i r a i 1 t r a n s p o r t a t i. o n d i s t, r i c t .i. n

T e x a s t o con s t r u c t:. a s h o r t: (4.8 m i 1 e) r a i 1 1 i n e t:; o c o n n e c t: a n

1 n cl u s t:. r i. a 1 p a r k a 1 r e a d y s e r v e d b y B N S F w i t h a i i n e o f t:: h e U n i o n

? a c i f i c R a i 1 r o a d.

V. EXPEDITED HANDLING REQtJESTED

? e ~ i t i o n e r I" a s c a r e q u e s t s t h a t 1h e B o a r d e x p e d i t i o u s 1 y

c o n s i d e r and g r a n t;. i t:. s p r op o s a 1. An y u n r e a s o n a b 1 e de 1 a y c o u 1 cl.

adversely affect its ability to provide rail service for the

!ul i n n e s o t:: a S t: e e I p Iant. D i c k 1 i c h V S a t p a r a . 10; M i n n e s c t a S t e e 1

letter, Ex. E. In support thereof, Minnesota Steel has informed

Petitioner that it needs to have rail service available by June

1, 2 0 09, w h e n i t:: e x p e c t s t o b e g i n g e n e r a t .i n g o \ j t b o i j n d f r e i g h t.

A c c o r d i: n g 1 y, P e t:: i t:: i o n e r r e q u e s t:. s t h a. t t;; h e B o a r d g r a n t .11 s

petition for exemption effective on or before December 31, 2007,

s o t:; h a t:. i t: c a n c o m p 1 e t e c o n s t;. r u c t i o n o f t:: he Li n e b y J' u n e 1,

2 009. Id,

11. a s c a h a s r e v i. e w e d o t:, h e r f a i r 1 y s t r a .i. g h t f o r w a r cl

construction proposals such as those filed in Ellis County,

P e m i s c o t, Alamo, a n d S o u t h w e s t., a n d f o u n d t h a t t h e t i. m e r' e qu i r e d

f r o m t: h e date o f f i 1 i n g t: h e p e t:, i t. i. o n t:. o t h e cl a. t. e o f t h e f i n a 1

d e c i s i o n r a n bet w e e n (5 a n d 16 m o n t. h s . 11 a s c a h a s n o r' e a s o n t o

believe that the Board would, require substantially more time

here .

In anticipation of filing this Petition, Itasca has worked

d i 11. g e n 11 y t o 1) ob t a .1. n a w a .i v e r o f t: h e s i x m o n t h s p r e f i 1 i n g

13



notice which was granted, by the Board's Section of Environmental

Analysis (SEA) in a letter dated February 12, 2007, 2) engage

t h e K a n s a s C i t y - b a s e d. e n v i r o n in e n t a 1 c o n s u 1 1 i n g f i r m o f B u r n s a n ci

M c D o n n e 1 1 a. s i t s t h .1 r d p a r t y e n v i r o n m e n t:. a 1 con s u 1 1 a n t , 3 ) h a v e

the SEA approve the engagement of Burns & McDonnell which it did

o n I!" e b r u a r y 1 2 , 2 0 0 7 , a n d 4 ) o b t. a i n t h e s u pp o r t o f C o u n t y

o i: * i c i <:;i 1 s a n d 1 o c a 1 c o mmu n .i. t:: y i e a d e r s . 1 1;. a s c a c o mm i t:. s t. o g i. v i n g

both Burns & MCDonnell and the SEA its full cooperation to allow

t h e m t o mo v e t h i s p r o j e c t a 1 o n g a s q u i. c k 1 y a s p o s s i b 1 e .

VI . CONCLUSION

Accordingly, t h e 1 1 a s c a C o u n t:, y Re g i o n a 1 R a i 1 A u t;. h o r i t y

requests that the Board expeditiously grant, it an exemption from

the provisions of 49 U.S.C. 10901. to permit it to construct a

n e w 1 i n e o f r a i 1 r o a d . T h a t 1 i n e w i. 1 1 r u n f r om t:. h e c o n n e c t i o n

w i t h a n e x i s t i n g r a i 1 1 i n e o f B M S F R a i. 1 w a y , I n c . , a n d C a n a d i. a n

N a t i o n a 1 Ra i 1 w a. y a t:. T a c o n i t: e , MM , t o t, h e s i t:. e o f a n e w s t:: e e 1

:n i 1 1. t:. o b e b u i 1 1. b y M i. n n e s o t a S t e e 1 a t N a s h w a u k , MM, a d i s t. a n c e

of approximately nine miles located in Itasca County.

John D. He f frier
John D. Heffner, PLLC
1920 M Street, N.W.
Suite 800
Washington, D.C. 20036
Telephone : (202 ) 263-4180
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P.O. Box 705, Buhl, MM 55713. I am an

:i. n d e p e n de n t c o n s u 11 a n t e m p 1 o y e cl o n a v a r i e t y o f

p r o j e c t s b y 11 a s c a C o u n t; y a n d o t h e r m u n i. c: i pal

g o v e r n me n t s a n d p o 1 i t i. c a 1 s u b d i v i s i o n s i. n

n o r t:. h e r n M i. n n e s o t a . C u r r e n t1 y, I h a v e been

engaged by the It: a sea County Regional Rail .

A u t:, h 6 r i. t:. y (" 11 a s c a ") t o s e r v e a s P r o j e c t

C o o r d i. n a t o r f o r 11 a s c a' s r a .1.1 r o a cl. c o n s t r u c t; .1. o n

project that is the subject of this petition with

the Surface Transportation Board (STB). As

r e 1 e v a n t: h ere, I h a v e o v e r 17 y e a r s o f e x p e r i e n c: e

w i. t:. h a v a r i e t y o f s t a t e a n cl. 1 o c a 1 g o v e r n m e n t

i. n d u s t:. r i a 1 a n d e c o n o rn i. c d e v e 1 o p m e n t:; p r o j e c t s .

? r i. o r ~. o t: h at, 1 s e r v e d a 5 a me mb e r o f t h e

M i. n n e s o " a S t:, a t:. e S e n a t e r epresenting a d i. s t r i c t i n

northern Minnesota,



2. In my role with Itasca, I am the individual with

t h e d a y t; o d a y r e s p o n s i b i I i t y f o r de v e 1 o p i n g t h e

i n d u s t r i a 1 s i. t e i n t:. h e: c o u n t y t h a t is the s u b j e c t

o f t:: h i. s p e t .1. t, i o n. I w a s de e p 1 y i. n v o 1 v e d i n t h e

discussions, negotiations, and arrangements with

M i n n e; s o t a S t e e 1 a b o u t: 1 o c a t i n g t h e i r p 1 a n t i n

11 a sea County. P1. a n n i n g f o r t h i s p r o j e c t

j. n c 1 u d e d ma k i n g n e c & s s a r y a r' r a. n g e m e n t s f o r

u t i 1 i t i e s and t:. r a n s p o r t:. a t:. i o r. t:. o s e r v e t h e p 1 ant:.

W i t h t In e vast tn a j o r i. *:. y of t h e p 1 a n t.' s t:. r a f f i c

mo v i. n g b y rail, t:. h o s e a r r a n g e me n t. s .1. n c 1 u d e d t: h e

n e e d t o b u i 1 d a n d o p e r a t: e a n e w r a i 1 1 i n e .

c: C' n n e c t i. n g w 2. t h a n e x i s t i n g r a i 1 1 i n e a n cl

c o r p C' r a. t e ma n a g e r r e s p o n s i b 1 e f o r t:. h e p e r in i t:. T., i n g,

de s i. g n, c o n s t r u c t i o n m a n a g e m e n t;., a n d s t:. a r t u p o f

r a i 1 s e r1 v i c e o n t h e p r o p o s e d n e w r a i 1 i i n e .

3 . 11 a s c a i s a r e g i o n a 1 . r a i 1 a u t h o r i. t:. y a n d p o 1 i t i c a 1

s u b d i v i s i o n e s t a b 1 i s h e d i n I L a s c a C o u n t y u n de r

M i n n e s o t. a 1 a w f o r t h e p u r p o s e o f o w n i n g,

c o ns t: r u c t. i n g, an d o p e r a t i n g r a i I r o a d s i n 11; a s c a

C o u n t y, M i n n e s o t a S t a t:; u t e s 2 0 0 6, c h a p t e r 3 9 8 A.

11: a s c a C o u n t y i s a r u r a 1 a r e a i n n e e d o f e c o n o m i. c

d e ve 1 o p me n t i n t. he " I r o n R a n g e " a r e a o f n o r t h e r n

M i n n e s o t. a 1 o c a t e d a p p r o x i. ma t e 1 y 8 0 m i. 1 e s



n o r t h w e s t o £ D u 1 u t h a n d ap p r o x .1. m a t e 1 y 2 0 5 m i 1 es

n o r 11"! west, o f M i. n n e ap o 1 is. W i. t h t h e c o u n t; y s e a t

I o c:: a t e d a t, G r a n d 'P. a p i d s, MN, 11 a s c a C o u n t y h a. s a

p op u1a ti o n o f approx imate 1 y 44,0 0 0 peop1e.

I1 a s c a C o u n t:, y' s p r i n c i p a. 1 e c o n om i c a c t: i. v i t i e s

consist of logging, pulp, paper, iron mining,

f a r m i n g, and t o u r i s m. I am a. d v i s e d t h a t 11 a s c a.

i s a " n o n c a r r i. e r " f o r S T B r e g u 1 a t o r y pu r p o s e s

b e c a u s e i t d o e s n o t:. c u r r e n 11 y o w n o r o p e r a. t e a n y

r a .i 1 1 i n e s o r f a c i. 1 i t i e s of a. n y t. y pi e .

A s r e 1 e v a n t, 11. a s c a C o u n t y i s p r e s e n 11 y t r a v e r s e d

by an existing railroad line that extends between

Grand Rapids and Forbes, MN, via Ribbing, This

1 i. n e i s o w n e d. i n p a r t b y B N S F R a i 1 w a y, I r. c .

("BNSF") and in part by the Canadian National

R a i 3. w a y C o nip a n y (" C N "} , w i t. h b o t h c a r r i e r s

op e r a t i. n g o v e r t:: h e i. i. n e . T h e p r o p o s e d r a i. 1 1 i. n e

v; i 11 c o r'i n e c t w i. t h t. h e j o i n t. BN S F / C N 1 i n e a t:. a

rn ill a. 1 o n g' t h e p r o p o s e d L i. n e i. n t:. h e c o u n t:. y a t:.

N a s h w a u k du e t o .i t s p r o x I. m i. t;. y t:, o t a c o n i. t e



d e p o s i t s . 11 a s c a h o p e s a n d b e 1 i e v e s t h a t t h i. s

facility will serve as a magnet to attract other

i n d u s t, r i a 1 c o n c e r n s t h a t w o u 16. 1.1 k e 1 v u s e r a i 1.

6 . R a t h e r t h a n o p e r a t e t; h e L i n e i t s e 1 f, 11 a s c a w i 11

contract out. the operation to a qualified common

c a r r i e r c 1 a s s 111 s h o r t 1 i n e r a i 1 r o a d. H o w e v e r ,

a s t: h e o w n e r o f t:. h e L i n e, i. t i s m y u n d e r s t a n d 1. n g

t: h a t: 11: a s c a w i 11 r e t a. i n w h a t t h e S T B c a 11 s a

i n e0 p e r a t i n g p r o p o s a 1 s f r o m p r o s p e c t i v e s h o r t

r a i 1 r o a d o p e r a t;. o r s a n d h .a s s e 1 e c t e d t: w o f i n a 1 i. s t:; s

from the list of bidders. Itasca anticipates

n e g o t i. a t; i n g a n op e r a t i n g a g r e e m e n t w i t h o n e o f

t:: h e s e t w o c a r r i e r s (i u r i n g t h e c o m i n g m o n t h s .

As evidence of public need, Itasca submits with

its P e t i t i o n a 1 e 1.1. e r o f s u pp o r t f r o ret H o w a r' d W.

H i 1 s h o r s t, E x e c u t:. i v e V i c e. P r e s i de n t. f o r M i n n e s o t. a.

S t e e 1, cl e s c r i b i n g t:. h e p r o p o s e d p 1 a n t a. n d i t s n e. e d

f o r r a i. 1 s e r v i c: e . 11 a s c a .a n t:. i c i p .a. t. e s t:. h a t. 1 o c a. 1

g o v e r n rue n t. o f f i c i a 1 s may s u b m i. t a dd 111 o n a 1

1 e 11 e r s o f s u p p o r t. u n d e r s e p a r a t e c o v e r . L o c a 1



officials are excited about the industrial

development prospects the rail line brings to the

area, both for Minnesota Steel and for industrial.

development generally in this sparsely populated

area. Local planners see rail service as the key

to industrial development.

8. As note above, the subject rail line will begin

at Taconite, MN, at the connection of the Line to

the existing BNSF/CN rail line between Grand

R a p i d s a n d F o r b e s / M N, v i. a H .1. b b .i n g. 11: a s c a a n d

its short line operator will have access to both

class I railroads. Itasca's consultants will be

considering several alternative right of way

alignments including some utilizing railroad

rights of way that were abandoned years ago. The

right of way alignments will diverge from the

B N S F / C N line i n a n o r t hi w e s t e r 1 y (i i r e c t. i. o n w i. t: h a

"wye" track connection to the BNSF/CN line facing

in an easterly direction {towards Hibbing). The

right of way alignments will proceed over land

that is generally flat towards the Minnesota

Steel, plant site. The right of way alignments

will generally be at least 100 feet wide. On the

west end (facing towards the BNSF/CN connection)

5



the right of way will be wide enough to-

a c c o rrirn o d a t e a. 1;:. 1 e .:;i s t t h r e e 1 o n g i n t e r c: h a n g e a n d

s t. o rage t. r a c k s . 1-1 e a d i. n g n o r t h e a s t:. t o w a r d s

N a s h v/ a u k, t: h o s e t r a c k s w i 11 c o n v e r g e t:; o £ o r m a

s i n g 1 e t r a c k 1 i n e t o t h e M .i. n n e s o t a S t e e 1 w h .1. c h

w i 11 h a v e a s m a 11 r a i 1 y a r d i n s i d e i t s f a c: .1.1 i t y .

T l"i e rig h t:. o f w a y a 11. g n m e n t s w i 11 b e b u .1.11 o n 1 a n d

o w n e d i n 1 a r g e p a r t b y M .i n n e s o t a S t e e 1. T h e

proposed right of way alignments will traverse an

a r e a o f ab a n d o n e d i. r o n ore m i n e s, o verb u r d e n

pile s, a n d t. a i. 1 i n g s b a s i n , T h e r e w i 11 b e n o

crossings of any public highways and no crossings

o f o t:. h e r r a i. 1 r o a d s . 11 a s c a a n t i c i p a t e s t: h a t t: h e

Line will have five private crossings. The Line

will n o t, c r o s s a n y n o n n a v i g a b 1 e w a t e r w a y s . 11 i s

c u r r e n 11 y u n k n o w n w h e t h e r t h e r e a r e a n y a. n .1. ma 1 o r

p 1 a n t s p e c i e s p o t;. e 111 i a 11 y a f f e c t e d by t h i s

p r o j e c t. T o t:. h e b e s t of m y k n o w 1 e d g e t h e

p r o p o s e d r. i. g h i:. o f w a y a 1 i- g n m e n t s d o n o t t r a. v e r s e

a n y' a n c i. e n t I n d i a n b u r i. a 1 g r o u n d s, a r c h e o 1 o g i. c a 1

s i t e s, u n i. q u e 1 a n d f o r m s, o r f e d e r a. 11 y o w n e d

lands.

9 - T h e t r a f f i c g e n e r a t e d b y M i n n e s o t a St.ee 1 a n d

t h o s e o t h e r s h i p p e r s w h o c h o o s e t:. o 1 o c a t:. e o n t h e



Li 1. n e r ep r e s e n t n e w b u s i n e s s, w h i c h, b u t f o r t h e

railroad, would move by truck over local roads.

11:. a. s c a b e 1 i e, ve s t h a t. t, h e. u t i. 1 i z a t i o n of r a i 1

i n s t e a d o f t r u c k will p r om o t, e e n e r g y c o n s e r v a t i o n

a n d r e du c e a i r a n d n o 1 s e p o 11 u t: 1 o n . F u r t. h e r in o r e,

1 o c a. 1 o f: f 1. c 1 a 1 s b e 1 i e v e r., h a t:. u s 6; o f r a i 1 w i 11

.1. mp r C' v e hi g h w a y s a f e t; y a n d r e d u c e t:. r a f f i. c

c o n g e s t i o n , T h e p r i n c i p a 1 a r e a h i g h w a y s,

s p e c i f i c a 11 y Hi g h w a y s 16 9 a n d 6 5, c o u 1 d n o t:.

h a n d 1 e t h e a dd i. t:; i o n a 1 t. r u c k t:, r a f f i c t h a t t. h e

a c c o mp a n y i n g 1 e t; t e r o f s u p p o r t:, f u r n i s h e d b y

M i n n e s o t a S t e e 1, I r e s p e c t:.:(:' u 11 y r e q u e s t: t. h a t t h e

S T B c o n s i cl e r a n d ex p e d i t. .i.. o u s 1 y g r a n t:. 11:. a s c a' s

petition by December 31, 2007, so that

c o n s fc r u c t: i c n c a n b e g i n p r omp t:. 1 y.
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Under 28 USC 1746, the following language converts any
statement Into a verified statement, equivalent to a
statement made under oath, and evidentiary in all federal
agency proceedings otherwise requiring affidavits or other
verification:

"Pursuant to 28 U.S.C. 1746, I declare and verify under
penalty of perjury under the laws of the United States of
America that the foregoing is true and correct.

Executed on; 3't7

[signature]





MINNESOTA STEEL Corporate Office]
2550 University Avenue,
Suite 244 S
St. Paul, MirmesDtu 55114
Pliomr. 65 1-209-7707
Fas: 651-209-667'!

Hibbhi
555 West 27'* Street
Htbbing. Minnesota S5746
Phone: 2 1 1-263-333 1
Fax: 2 38.262-3460

Mart| nolle Office:
2 1(1 North From Street

Murqudtt, Michigan -19855
Phone: 906-228-7160
Fax: 906-228-2499

March' 8,2007

Honorable Vernon A. Williams, Secretary
Surface Transportation Board
395 E Street, S.W.,
Washington, DC 20423-0001

RE: STB Finance Docket No. 34992, Itasca County Regional
Rail Authority - Construction and Operation of a Line
Of Railroad in Itasca County, MN

Dear Secretary Williams:

I am writing in my capacity as Executive Vice President of Minnesota
Steel Industries LLC in connection with the above-captioned proceeding.
Minnesota Steel wholeheartedly supports this project and requests that the
petition filed by the Itasca County Regional Rail Authority (Itasca) be
granted on or before December 31,2007.

Minnesota Steel is a newly established company incorporated in the
State of Minnesota for the purpose of building and operating a vertically
integrated iron mining through, steel milt facility. Minnesota Steel was
formed in the year 2003 by investors who own a significant portion of the
ore body to be mined. As a veteran of over 30 years of experience in the
raining business, Minnesota Steel has employed me to oversee the
construction of and, once built, to manage this new facility.



This plant is Minnesota Steel's first fully integrated raining through steel
facility. The company chose this location because of its proximity to
substantial taconite reserves (1.4 billion tons), Taconite is an iron ore and is
the basis of the manufacture of iron and steel

Currently, Minnesota Steel is well along in the process of planning
and designing its new plant at Nashwauk, about 9 miles east of Taconite and
20 miles east of Grand Rapids, MN. Minnesota Steel has met all
requirements and is currently in the final processes of obtaining all permits
necessary for this project including the issuance of a favorable
Environmental Impact Statement, As soon as those plans are complete (the
expectation for permit issuance and financial close is early summer 2007),
Minnesota Steel will clear the land, at the plant site and begin plant
construction, I anticipate the plant and all related facilities should be
complete and ready to begin operations in early to mid 2009, at which time it
will need rail service.

Because of the adjacent Taconite reserves, Minnesota Steel's plant
will have very moderate need for inbound truck or rail shipments. The mill
will process the taconite ore with limestone and natural gas to produce steel
slabs and taconite pellets for which it will need outbound transportation.
Due to the capacity of local roads as well as economic and environmental
considerations, outbound traffic is best suited for rail movement. Minnesota
Steel anticipates shipping about 30,000 carloads (three million tons of
outbound freight) annually. Itasca's designated short line railroad will move
this traffic utilizing one train making a single daily roundtiip, at 70-90
carloads per trip, 7 days per week. These products will move in interstate
commerce to the Port of Duluth MN, Chicago IL, Detroit MI among other
destinations. Inbound commodities handled will consist primarily of
miscellaneous chemicals used in the production process. In all likelihood,
these commodities will originate in Iowa, Pennsylvania, Minnesota, Illinois
and other states.

I understand that Itasca County has asked die STB to expedite the
handling of its Petition. Minnesota Steel is working diligently on the design
and construction of this facility. It will be a major new employer in the
region and a significant source of economic development generally. Once
this plant is fully operational by the spring of 2009, rail service will be
critical to its success. For the reasons identified in Itasca's STB filing,
highway transportation is not suitable. Local roads simply can't handle the



traffic volumes that the plant will generate along with the adverse affect on
the condition of area roads. Accordingly, I respectfully request: that the STB
promptly grant Itasca's petition.

Sincerely,

Howard W. Hilshorst
Executive Vice President
Minnesota Steel Industries
218-263-3331


